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PREFACE 


Newspaper publishing is a highly specialized business. 
But there is no logical basis for the belief frequently 
expressed by newspaper owners that accepted principles of 
_ accounting and cost finding cannot advantageously be 
applied to the processes of newspaper making. 

Mr. Swindell asserts that these principles can and 
should be so applied, and suggests specifically how they 
may be made effective in the circulating, advertising, and 
other departments of any newspaper. 

In preparing this Ronograph the author has rendered 
a distinct service to the owners and managers of news- 
papers everywhere, and to accountants who are called 
upon to make audits, investigations, or reports concerning 
newspaper properties. 

Users of this manual will find in the Ronograph Series 
a number of other books bearing on accounting problems. 
The list of titles will ultimately include a large group 
covering accounting for special lines of business. ‘“News- 
paper Accounting” is typical of this group. 


Editor. 


qe he 
? 





CONTENTS 


CHAPTER PAGE 
TSUN TRODUCTORY. evar sy isiite Mech odo eccetst is ol ence 
II Tue CrrcuLaTION DEPARTMENT .....-..+. 5 
III Tue ApvERTISING DEPARTMENT ....... + I5 
IV Tue AccouNnTING DEPARTMENT ....-... + 22 
V GENERAL ACCOUNTING AND CosT FINDING . . . . 40 
VI Cwuassrrication OF ACCOUNTS .-. .. +... + 52 


VII BaLaNnce SHEETS AND STATEMENTS ....... OI 
Vili PINAL (COST FIGURES: °¢. 465 te fe cs (econo ne ec VF 


4 AL eee eS 
a Ee eae 





Newspaper Accounting 
And Cost Finding 


CHAPTER I 
INTRODUCTORY 


In planning and putting into operation any system of 
accounting, it is necessary to study carefully the business 
for which the system is to be used. 

Accounting is the written history of a business and it 
is the only history. Therefore, it is of the utmost impor- 
tance that this history be fully and accurately written. 
When the accounting methods are inadequate, the history 
that is recorded is like a half truth—it may be more decep- 
tive than no history at all. 

There have been too many wrecks because of these half 
truths. The whole truth should be recorded, and for this 
reason modern and complete accounting systems are being 
put into operation more rapidly than ever before. The 

“accounting department of business has too long been con= 
sidered an expense—a liability—but the business world is. 
learning that this department-is_rather_an asset, because __ 
it is the only thing in business that tells what is being done. 
——The aim of all accounting is the same, that is, to indi- 
cate the profit or loss. But the exact method of keeping 
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’ 

the records is different in each line of business. The 
books kept for a grocery store would not be suitable for 
a newspaper. So it is necessary to work out a system of 
accounting for each individual line of business. Some of 
these, such as banks and insurance companies, have spared 
neither time nor money to get the best results from their 
accounting. Others, as for example, the newspaper busi- 
ness, can get scarcely a half truth from their records. 
That is why so many newspapers are continually in debt, 
being sold, going into the hands of receivers or going out 
of business. They obviously lose money, but the account- 
ing methods used cannot reveal why nor how nor where. 

In recent years there has been a remarkable develop- 
ment in cost accounting. Many business men seem 
to believe that cost accounting is essentially another 
system of accounting, separate from the general books, 
and that there must be two systems used if cost find- 
ing is to be had. There can be general accounting 
without cost finding, but there can be no cost finding 
without the general books. Hence cost finding is sim- 
ply an extension of general accounting and not separate 
from it. The cost finding, to be accurate, must be in 
accord with the income and expense items of the general 
books. And the general books of every business should 
be extended into cost finding, because it is only by know- 
ing costs that operations can be analyzed, showing leaks 
and unnecessary expenditures. Without knowing what it 
costs to produce any given article, the maker cannot intel- 
ligently fix the selling price, and thus his business is put 
at the mercy of his competitors who do know their costs. 

In the following pages will be found a description of 


INTRODUCTORY 3 


a simple and yet complete and accurate accounting system 
for newspapers, carried out into cost finding. There will 
be little on the theory of accounting—just enough to 
explain why certain things are done in a certain way. 

The records of the different departments of any line 
of business should be kept in such a manner that it is 
possible to check errors. The loss on account of errors is 
one of the largest leaks in business, but if these errors can 
be checked to the guilty person, a long step has been taken 
toward the elimination of carelessness. If the records of 
those who handle money can be checked, it puts a stop to 
much possible stealing. There is a huge amount stolen 
annually in the subscription departments of newspapers 
throughout the country, simply because the subscription 
records are in such condition that checking is almost an 
impossibility, and there is no way of telling whether or 
not all the money collected in the subscription department 
is being turned into the treasury. 

In the following pages will be found suggestions as to 
how to handle the records of the advertising department, 
and also of the circulation department. Some familiar 
ideas will be embodied in the study of the methods used, 
but many new ideas will be presented. Taken as a whole 
these chapters offer a full, complete, and accurate plan for 
handling the business of a newspaper office, because from 
the final results any and all information regarding the 
operations may be had, making a well-rounded history of 
the business. 

In order to make the installation or use of this system 
of newspaper accounting and cost finding as simple and 
plain as possible, a number of forms are given, which must 
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be studied in connection with the description of how to 
use such forms. A careful reading and study of the vari- 
ous forms given and of their reactions to each other, will 
enable the average bookkeeper to install and operate the 
system. 

In working out a system of accounting for any line of 
business, the system should not stop with the general 
books that have reference only to dollars and cents. All 
books and all records of each department should be so 
arranged as to work in harmony with those of every other 
department, and should fit in with the general books in 
such a manner as to give the auditor good checking rec- 
ords, so that the general books will furnish a complete 
and correct record of the business. : 

The best system of accounting for any business com- 
bines a minimum of labor with a maximum of informa- 
tion, If the system does not give all the information about 
a business, it is a failure. .The system of newspaper ac- 
counting and cost finding described in these pages is not 
based on theory alone, but has been in practical operation 
for several years, during which time it has been improved, 
tested, and brought to a fair state of perfection. 

The circulation, the advertising, and the accounting 
departments will be taken up in the order named. 


CHAPTER II 
THE CIRCULATION. DEPARTMENT 


Circulation Department.—The circulation depart- 
_ ment generally comprises two divisions: city circulation 
and mail circulation. A third, or suburban circulation 
department is sometimes added, but in this book only the 
city and mail circulation departments will be discussed, 
as all circulation in the city and suburbs will be considered 
“city,” and all outside will be considered as “mail” circu- 
lation. 


City Circulation—What is known as the “card sys- 
tem” of handling subscriptions has a very firm hold on 
the minds of publishers and circulation managers. Why 
the card system of handling any records pertaining to 
dollars and cents has reached its present standing in the 
business world is a mystery. The card system gives a 
maximum of labor with a minimum of results and a large 
percentage of trouble, worry and loss on account of mis- 
placed and lost cards. ; 

It is next to impossible for any auditor correctly to 
audit a circulation using the card system as the expired 
cards are taken out, laid aside and perhaps lost, and a 
checking record is gone. An auditor might be able to take 
the cash receipts for any given date and check to the cards, 
if they could be found, but some are lost, some are filed 
incorrectly, and the expired cards may be thrown away, 
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making it impossible to get a correct audit. Even if the 
cards were intact, consider the time it would take an 
auditor to audit correctly a circulation of 20,000 to 50,000, 
using the card system. 

The auditor is forced largely to take the word of the 
circulation manager in making an audit when cards are 
used, which leaves the auditor’s report in more or less 
doubt as to its correctness. 

Again, if the cash receipts cannot be verified from 
the records, which is hardly possible with cards, it leaves 
an opening for dishonesty that is hard to detect, as too 
many publishers have learned with regret. 

Another objection to the card system is the bulk. It 
requires file cases that cannot be gotten into the ordinary 
iron safe in the office of the average paper, thereby leaving 
important and valuable records exposed to the danger of 
destruction by fire. Some other plan for handling circu- 
lation is needed, and the following idea, which has been 
tested and has proven satisfactory in every way, is offered, 


Carrier’s Collection Sheet.—When the city circula- 
tion of a newspaper is handled by carrier boys, a carrier’s 
collection sheet and office record is used as shown in Form 
1. Each route handled by a carrier is numbered, and the 
route is laid out by streets on which the carrier serves. 
Each subscriber is numbered, beginning with number 1, 
with name and street number. No. 2 on the list is the 
next subscriber on the same street, the subscribers being 
designated by consecutive numbers on the same street. 
Adjacent streets are worked in the same manner, the idea 
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being to get the subscribers listed by streets, so that = 
reference may be made to any of them. 

There are two columns for “Week Ending,” the first 
being for the collections for the present week and the 
second for the week following, making the sheets serve 
for two weeks. In the columns “Paid To” write the date 
to which the paid-in-advance subscriptions are covered, 
and when this date arrives and collection is made, advance 
to the new date of expiration. 










CARRIERS COLLECTION SHEET 
CAB RIT pests.) be Seer a a 





Route No. 


sececeee e (LAID TO}... ee eeee 


ff 
SS | SSS eee eee 


T. B. Simpson 21 Cedar St. 15 






I 

2 no. Dodo 24 15 

3 ucky Luke 3 New =< 15 

4 | Tommy Tom ror Old Ave. 6/30 6/30 
5 | Thinner Thin 214 W. North 15 






(Form 1) 


These lists are written every two weeks in triplicate, 
the original being the office record, the duplicate and 
triplicate being the carrier’s collection sheet for the two 
weeks. When the lists are written, the names should be 
spaced far enough apart so that new names may be filled 
in at the proper street numbers, All corrections and 
“stops” are entered on the office copy, the carrier being 
given necessary instructions as to “starts” and “stops.” 

This provides a complete and accurate list of all sub- 
scribers, and also gives the carrier the street addresses 
of all subscribers. The route lists may be divided so that 
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half may be written each week. The sheets should be 
about 9 x 13 so as to be used with legal-sized carbon paper. 
The office copies are filed in numerical order by route 
in stock ring binders. It is well to have cardboard 
divisions with tab indexes from 1 to the highest-numbered 
route being operated. 

In connection with Form 1, is used Form 2, which is 
filled out by the carriers as collections are made. The 
carrier notes on Form 2 the number and name of sub- 








CARRIERS DAILY COLLECTION SHEET 

















ROUTETNO. = os el 8): Sree Raee ees celernahin | (1% 20: 
No, NAME Amt. 
2 | Jno Dodo 1 15 
5 | Thinner Thin 15 
27 | YouC., Us 15 
(Form 2) 


scriber and amount collected. He keeps his list and 
marks those who have paid or stopped. The addition of 
the amount turned in by the carrier as shown on Form 2 
is verified by the checking clerk, and is then used for 
crediting on the office record of Form 1. If the regular 
weekly amount is paid, the office clerk takes the turn-ins 
as shown by Form 2 and, using a small dater, stamps 
the date paid over the amount for the week in question. 
A small “stop” stamp is used for those marked off, with 
date. When the new list is written, all corrections, addi- 
tions, and stops shown on the old list are embodied in the 
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new list, beginning again at No. 1 and numbering consecu- 
tively throughout the new list. The old list is taken from 
the binder and filed for future use, and the new list is put 
in the binder in the proper place. 

The advantages of handling city circulation in this 
manner are: 


A correct and revised list of subscribers every two weeks, 
keeping the subscriptions clean. 

Each carrier can be checked easily and there is little chance 
of “knock-down.” 

Each route is before you on three or four sheets, and not on 
a hundred or more cards which must be checked individually. 

There is scarcely a chance of losing a sheet but a hundred 
chances of losing cards. 

The auditor has a complete check from the subscriber to the 
cash book, and vice versa. 

The records are so condensed that they will go into the safe, 
eliminating the fire hazard. 


EXPIRATION REGISTER 


SUBSCRIPTIONS EXPIRING MONTH OF 


Date Amt. | Ex- 


St. or R.F.D. PO; Paid Pd. |pires} Mrmo. 











New Moon 47 Lig Light St. | Shineton | 12] 8/22 || 3/50 5 || Renewed 
E. Clipse Box 7 Dawn 4/18/23 | 1/25 |} 18 || Expired 
Bear Hyde 95 Dark St. Daylight 5/27/23 65 || 24 || Renewed 





(Form 3) 


The only apparent disadvantage is the amount of type- 
writing required, but it takes less time to write these lists 
than it does to handle cards for the same number of sub- 
scribers. 

If the city circulation is not handled from the office 
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by carrier boys, but is sold by routes, sections or districts, 
this system of handling subscriptions would not be appli- 
cable, but a good method of handling such circulation will 
be found under “Mail Circulation,” Forms 4 and 5. 


Cash Book.—The cash book used in the city circula- 
tion department should be a four-column book, one column 
used for carrier’s collections, entered by totals (see Form 
' 2); second column for term subscribers; third column 
for street sales; and fourth column for counter sales. 
All receipts should be turned into the treasury daily. All 
other forms used in the city circulation may be made 
to suit conditions. The main thing is a correct subscrip- 
tion list that can be checked, and the suggestions offered 
above, if followed, will give such a list. 


Mail Circulation Department.—The disadvantages 
of the card system apply to the mail circulation as well 
as to that in the city. The main idea is to have an expira- 
tion record that can be worked rapidly and checked thor- 
oughly as to expirations and as to money received. By 
embodying and extending the idea of a fire insurance 
expiration register, a very complete and easily worked 
subscription expiration record may be had. The idea is 
embodied in Form 3. The sheets shown by this form are 
to be used in a stock loose-leaf binder, and are about 
11x14 inches. The sheets are arranged in the binder 
by months as far ahead as desired, using an index for each 
month. If the subscription list is very large, each month 
may be arranged by days. Little comment is necessary 
as the form is easily understood, but attention should be 
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called to “Date Paid” and “Amount Paid,” as these 
columns should have the same date and amount as shown 
on the cash book, which gives a complete check on cash 
receipts. The “Memo.” column may be used for any 
necessary comments. 

In sending out expirations, turn to the month in which 
expirations are to go out, and the “Expires” column will 
show the date. When renewed, or when new subscribers 
are entered, turn to the month in which such subscription 
expires, and enter. As the months are closed, the sheets 
may be taken from the loose-leaf binder and filed, and new 
sheets put in as desired. 

The advantages of keeping mail circulation by this 
method are: . 


A complete list of expirations are before you at all times in 
condensed form, by months and by days if desired. 

There is a complete checking system to the cash book. 

The entire subscription list is in condensed form and may be 
kept in the safe against fire hazard. 

The auditor may easily verify all subscriptions in a short time. 


The only apparent disadvantage is that it would seem 
difficult to locate a name. But this is easily done from: 
the mail list. i 

Agents are usually handled through the mail circula- 
tion department, and the method of keeping the daily 
record of such agents is shown by Form 4.. Agents are 
charged for all papers daily, and the total is carried out 
at the end of the week, with credit for free and missed 
papers, and the net papers are billed. The daily totals 
should be made and the week’s work balanced. 

It is better to enter the agencies in alphabetical order 
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by names of towns rather than by names of agents, which 
will save considerable time in posting to the ledger. It 
is better to have Form 4 ruled, printed, and bound in a 
book with sufficient pages to last, say, two years. How- 
ever, a stock book with a sufficient number of columns 
may be used to advantage. Form 4 is also applicable to 
city circulation when it is handled by sale of routes or 
districts. 

In confection with handling the records of agents, 
a suitable ledger is necessary, which should serve the 
purpose of a ledger and also a paper record, in totals. 

Form 5 shows a very complete ledger as well as a 
paper record. This should be a loose-leaf ledger of any 
desired size, preferably about 8x 10 with index A to Z, 
and is indexed alphabetically by towns. Towns do not 
change names but agents are frequently changed and if 
the daily record (Form 4) is kept alphabetically by towns 
and the ledger is also kept in this manner, it reduces the 
labor of posting to a minimum. 

The agent is charged weekly with the amount due 
as shown by the agents’ record (Form 4) and is credited 
with remittances as shown by the cash book. The record 
of total weekly papers is also entered on the ledger for 
quick and ready reference and also for checking pur- 
poses. This ledger, in connection with the daily record 
(Form 4) and the cash book, gives a complete checking 
record, much to be desired when auditing. 

The Cash book used in the mail circulation should have 
at least two columns, one for entering collections from 
agents and the other for entering collections from sub- 
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scribers. All collections should be turned in to the treas- 
ury each day. 


Suburban Circulation.—The division of circulation 
into city, mail, and suburban is merely for the benefit of 
advertising. The Audit Bureau of Circulations is largely 
controlled by advertisers, and these advertisers desire full 
information as to the reach of the publication—hence the 
three divisions. But for accounting purposes, only two 
divisions are necessary, city and mail. In estimating costs, 
all papers distributed in the home town and suburbs 
should be considered as city, and all others as mail cir- 
culation. The information obtained by keeping three — 
divisions of circulation would hardly justify the time 
and labor required in making such divisions in the cost 
figures. The records already described will take care of 
the suburban circulation if it is desired to keep this 
division, which is not necessary in finding costs. 

It is not necessary in these pages to discuss other small 
office forms to be used in the two circulation departments, 
as the necessity of the individual newspaper will dictate 
what to use. If a paper is a member of the Audit Bureau, 
the blanks furnished by the Bureau will indicate how to 
use them. 

The most important consideration for any paper in 
regard to circulation is to have records of subscriptions 
kept in such a manner that they can be easily checked. 
The forms suggested in this chapter will provide a basis 
for records that are clear, simple and easily checked. 


CHAPTER III 
THE ADVERTISING DEPARTMENT 


The advertising department in the modern newspaper 
often suffers from errors of omission and commission. 
More space is used than should be used. Advertisements 
are killed before they should be—or are not killed at the 
proper time. These errors give many papers a large loss 
during the year, and it is difficult to trace the errors to 
the guilty persons, For this reason, complete checking 
records should be used so that the careless employees 
may be identified, which will have a tendency to prevent 
further carelessness and inefficiency. 


Foreign Advertising.—National advertisers all over 
the country have trouble with many papers because their 
schedules are not properly run. Wrong copy is used, or 
the dates of insertions are wrong. To overcome this, all 
foreign advertising should be properly scheduled as to 
copy and dates, and the records so kept that the person 
in error may be located. All foreign advertisements are 
given for future insertions, and to list them properly 
Form 6 is suggested. This form is a loose-leaf sheet about 
12x19 and is intended to be used in a ring binder. 
Dividing the sheets in this binder are twelve indexes, 
January to December, 

All foreign schedules should be listed by the name of 
the advertisement and not by the name of the agency 
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sending the schedule. All advertisements with names 
beginning with A should be listed under A, leaving suffi- 
cient space between A and B for insertion of any new 
copy with name beginning with A. It is intended that 
the entire schedule for the month should be listed alpha- 
betically, beginning with A and going through to Z. For 
example, a schedule is received from an agency for Acid 
Phosphate. Turn to the month in which the schedule 
is to begin and enter under A, and schedule the number 
of copy to be run under the proper dates. Schedule 
Dandelion under D in the same manner. If only one 
copy is to be run and it has a number, schedule under 
proper dates, as shown by Cured Corn. If there is no 
number to a copy, simply check the proper dates. 

A year in advance may be mapped out by months, 
and when a schedule is received, it may be listed ahead. 
Or this listing may be done monthly with proper notation 
in the Memo. column (Form 6). 

This same schedule may be used for local advertising 
that does not run daily, such as legal advertisements which 
are run once a week for three or four weeks as required 
by the laws of many states. A few sheets of Form 6, 
placed in front of the January index in the binder, may 
be used for this purpose. 

All scheduling should be done in pencil so that if new 
numbers are received for any schedule, or if a schedule 
is suspended, erasures and corrections can be easily made. 
If all foreign schedules are properly listed according to 
this method, there will be few errors and omissions. 

In connection with the schedules as shown by Form 6, 
there should be a daily schedule of advertisements, and 
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this is shown by Form 7. This form is printed on letter- 
size paper, or smaller if desired, and made into pads. 
Each day the foreign advertisements to be run are taken 
from the foreign schedule (Form 6), and written in du- 
plicate on Form 7, one copy to be turned over to the com- 
posing department and the other copy retained by the 
checking clerk so that when the day’s advertising is 
charged the clerk may check the list of foreign advertise- 
ments to see if there are omissions. If wrong copy has 


SCHEDULE OF FOREIGN ADS 
To BE Run 


Acid Phos 
Baked Potatoes 
Dandelion 





(Form 7) 


been run, it is the error of listing on Form 6 or Form M4 
or in the composing room, and the error can be traced to 
the one who made it. All legal advertisements should also 
be listed on Form 7, heading them “Legal.” 


Local Display Advertising.—All local display adver- 
tising should be listed for the convenience of the composing 
department and for the checking department, and also in 
order that the work done by the solicitors may be shown. 

Form 8 shows a daily schedule of local advertising to 
be run. This form may be made any desirable size to suit 
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individual needs, and is intended to be used in clip holders, 
using two, one for today and one for tomorrow. 

All advertising to be run today must be entered on this 
daily schedule, except foreign, legal, and classified, If 


LOCAL ADVERTISING SCHEDULE 


BOR MS eee NOR 


Times Time 
Space |To Run| Class | Listed | Remarks |Listed by 


Black & White] 2 Col. ro 3T | Display | 10 a.m, 
Nursery Man | 12 Readers} 1T Io pt Ip.m. | Scatter-Hold 
M. B. Glass Local List Hold 





(Form 8) 


there are daily schedules of a given space running, it is not 
necessary to enter such schedule on this daily sheet. The 
form is self-explanatory. It is used by the composing de- 


LOCAL ADVERTISING LIST 


NAME 


M. R. Glass 
Tobacco Shop 
S. S. Ess 





(Form 9) 


partment as a guide and also by the checking clerk in 
charging advertising. 

All papers have advertisements running once, twice, or 
three times a week. A good way to keep track of such ad- 
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vertisements is to rule a blank something like Form 9 and 
enter the name and check the days on which such adver- 
tisements are to be run, and, on the days they are to be 
run, enter them on daily schedule Form 8, marking them 
“Hold.” 


Checking and Charging.—All advertising should be 
checked and charged by the business or bookkeeping de- 
partment. The advertising manager and his assistants 
may be experts in advertising, but they are seldom efficient 
in bookkeeping, and inefficiency in checking and charging 
advertisements is a cause of large leaks. The business de- 
partment is more likely to detect errors on the advertising 
department than the advertising department would be to 
detect errors on itself, 

The checking clerk should have a crayon pencil and 
two rubber stamps, one “Hold” and the other “Kill.” In 
checking the paper and charging advertisements, the clerk 
must have before him the foreign and the daily advertising 
schedules, Forms 7 and 8, All daily schedules are simply 
checked with the crayon when charged. All one-time ad- 
vertisements are stamped “Kill.” All copy to be held is 
stamped “Hold.” All foreign advertisements are checked 
by a circle to distinguish them from local advertisements, 
the composing department having been instructed that all 
advertisements checked with a circle are to be held until 
ordered run again. 

If advertising is handled and checked in this systematic 
manner, errors are reduced to a minimum, and it is easy 
to trace an error when one occurs, 
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Classified Advertisements.—These are not listed on 
any schedule because the labor would be too great. They 
are checked direct from the copy and all copy should be 
returned to the checking department. 

It is often necessary to refer to classified copy, and a 
quick reference file is a letter-sized drawer file containing 
three sets of letter folders numbered from 1 to 31, for 
each day in the month—one set of folders for the present 
~ month and the others for the past two months. When the 
present month is completed, take out the oldest month for 
final file and use the folders for the new month. 

Advertising is the paying end of all newspapers and 
the most careful attention should be given to the checking 
records. The suggestions given above will be found com- 
plete and not burdensome of operation. 


CHAPTER IV 
THE ACCOUNTING DEPARTMENT 


The Value of an Appropriate System.—Before 
taking up the methods of handling the accounting and 
cost finding in a newspaper, it would not be amiss to make 
a few general observations and to lay down a few essential 
rules governing the proper method of handling the book- 
keeping. 

The bookkeeping end of business has too long been 
considered a necessary expense, but with greater knowl- 
edge of accounting and with modern methods, it becomes 
an asset, because it is only through the accounting end of 
business that the growth or decay and the causes for 
growth or decay are shown. For this reason only the best 
methods should be used, and only such systems of account- 
ing as will give all the information about the business 
should be used. 

As has been suggested, there is a prevailing idea that 
there are two systems of accounting, one the general books 
and the other the cost records. The two should be so 
combined that there will be one complete system. Any 
system of accounting that cannot show costs correctly is 
crude. 

The newspaper business is far behind in this matter. 
Few publishers can tell accurately their cost of producing 
advertising, or the cost of producing news matter, but a 
knowledge of costs is necessary to the intelligent fixing 
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of the selling price. The absence of such knowledge is the 
cause of the hand-to-mouth living characteristic of too 
many newspapers. 

The proper distribution of costs and the proper unit of 
calculation of costs are largely unknown in the newspaper 
business. One publisher will charge the entire cost of 
print paper to circulation, while advertising may occupy 
more space than news matter. Another publisher will pro- 
' rate the entire expense between advertising and circulation 
on a fifty-fifty or some other absurd basis, fooling himself 
into believing that he is making money on circulation. 
Some of the ideas embodied in newspaper accounting 
would be laughable if they did not reveal such pitiful 
ignorance, 

The procedure of cost finding in the newspaper busi- 
ness is entirely different from that in a manufacturing 
concern, but the general theory is the same. The object is 
to know accurate costs in order to arrive at a proper sell- 
ing price, and further, to locate excessive costs through 
analysis of the cost figures. It hardly seems just in the 
newspaper game to give away the news matter which is 
the element of greatest cost in the business, and to depend 
upon the advertising to make up the deficit. 


Two Divisions of Income and Expense.—lIn the 
newspaper business there are two divisions of income, 
Operating and Non-operating, and two divisions of ex- 
pense, Operating and Non-operating. The words “operat- 
ing” and “non-operating” are used because they express 
plainly enough what they mean. The non-operating items 
have no connection whatever with the cost finding, as only 
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the operating items enter into the cost finding. If there are 
income or expense items not connected with the produc- 
tion of the paper, they should not enter into the cost find- 
ing. These non-operating items are, of course, added to 
the operating gain or loss in order to ascertain the total 
gain or loss. Ignorance of this theory has done much to 
prevent accurate cost finding in the newspaper business. 

There are but two sources of operating income in 
publishing a newspaper. But two commodities are sold, 
and they are advertising and subscriptions. All other 
sources of income are non-operating. It is necessary, 
therefore, in finding the costs of producing these two 
sources of income, to charge against such incomes only 
those expenses which are necessary to produce such 
income. % 

A few examples might illustrate more fully. what is 
meant by operating and non-operating items. In the 
course of business the newspaper is often called upon to 
give donations to various charitable organizations, — If 
such donations are donations pure and simple, from which 
no good to the paper may be expected, the item has noth- 
ing to do with the production of the paper and is there- 
fore a non-operating item. But if such donations are 
an advertisement of the paper, from which revenue is 
expected, then they become operating items and should be 
charged under the head of advertising. If the paper owns 
a building from which rent is received, such rent is not 
secured through the operating of the paper, but is a finan- 
cial item and should not enter into the operating receipts. 
It is a non-operating income. The item of interest, 
whether received or paid out, is purely a financial item 
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and must be entered not among the operating items, but 
with the non-operating items. 

When the idea becomes fully understood, there will be 
little difficulty in distinguishing between the operating and 
non-operating items. Only the operating items must enter 
into the cost finding, because the idea is to know what it 
is costing to produce the paper, and any outside matters 
must be kept out of the cost figures. 


Unit of Calculation.—Another necessity in cost find- 
ing is to get the proper unit of calculation. All cost finding 
must be based on some unit of production. In many news- 
papers the page unit or the column unit is used, but as 
there are variations in the size of pages and length of 
columns in different papers, these two units will not quite 
fill the bill. Some unit that is to all practical purposes 
suitable to all papers must be used, and as adverising is 
generally sold by the column-inch, or at least the calcula- 
tion is based on the column-inch, it would appear that this 
is the fairest unit of calculating costs for advertising, the 
principal variation in the various papers being the point 
type used in news matter. The line unit would be the 
most accurate of all, but the extra work in charging by 
the line, and the large figures necessary to use the line unit, 
making the chances of error so much greater, prevent its 
use. 

In the circulation department, the single paper unit 
should be the basis of calculation. Papers are not sold 
by the 100 or 1,000 except to agents, but are sold daily to 
the subscribers by the single paper at so much per term, 
and are delivered one paper at a time during such term. 
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Again, the receipts and costs of the single paper convey 
to the mind a much better idea of what is being done than 
does any other unit. 


Division of General Expense Items.—Another very 
important consideration in cost finding in newspapers is 
to get a proper basis of division of those expense items 
that cannot properly be charged to any one source of | 
income but apply to all sources: those items of expense 
that are used to produce the whole income, and which 
must be divided among the several sources of income. As 
there are only two sources of operating income, such 
general expense items must be charged to these two 
sources of income in some fair manner, and this should 
be done on a percentage basis, according to the propor- 
tions of advertising and of news matter. For example, 
when the totals for the month are made and it is found 
that advertising has been 55% of the total space for the 
month and the news matter 45%, the distribution of those 
general items of expense should be charged to advertis- 
ing 55% and to circulation 45%. This percentage basis 
seems to be the only fair one on which to divide the 
expenses that cannot be properly charged to any one 
department. 

If the percentage of advertising and circulation should 
be as already stated, with the circulation taking 45% of 
such general expenses, this 45% must be divided between 
the city and mail circulation on a percentage basis also. 
For example, if the city is 60% of the total circulation, 
the city circulation must bear 60% of the amount of such 
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general expenses chargeable to circulation, and the mail 
40%. 

In order to have the books show full information 
regarding the operations, and to simplify the cost finding, 
another necessary requirement will be a system of allo- 
cating departmental expenses. There are several depart- 
ments in the production of a newspaper, and the cost fig- 
ures must show the payroll and other expenses for each 
-of these departments. 


General Rules for Cost Finding.—The general 
rules, therefore, for newspaper cost finding are: Two 
divisions of income—Operating and Non-operating; two 
divisions of expense—Operating and Non-operating; two 
items of operating income—Advertising and Subscrip- 
tions; and the subscriptions should be divided into City 
and Mail. All other income should be classed as Non- 
operating and should not enter into the cost figures. 

The next consideration is the proper unit of calcula- 
tion, and then the proper basis for distributing those 
expenses that cannot be charged direct to any one source 
of income. 

The next is carrying the expense items to the proper 
department, so as to show the cost of each department. 

With these rules in mind, it will not be a very difficult 
matter to plan and put in operation an accounting and cost 
finding system that will apply to all papers and that will 
not be too burdensome of operation. 

There are three records used in connection with the 
general books, and these will be described before taking 
up the method of general accounting and.cost finding. 
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Record of Advertising.—As before stated, all adver- 
tising should be checked and charged by the bookkeeping 
department, and in Form 1o will be found an excellent 
record for charging advertising. The idea is somewhat 
old, but for labor-saving, quick reference and accuracy, 
it is best. 

Form 10 is a loose-leaf record and is to be used in a 
ring binder. The sheets should be large enough to give 
sufficient space for easy work. It is a monthly record 
and should be indexed or divided in the binder under the 
following heads: first, Foreign; second, Local Display ; 
third, Readers and Legal and Special; fourth, Classified. 
These divisions are necessary because it is necessary to 
know what is being done in the different classes of adver- 
tising. The foreign list is written in alphabetical order 
by names of the advertisements, writing these names in 
the Memo. column at the right side of the sheet. Suffi- 
cient number of sheets should be used so that any new 
names may be filled in under the proper letter. The name 
of the agency through whom the schedule is received and 
to whom the advertising is charged, should be written in 
the name column. The agencies will not be in alphabet- 
ical order, but the name of the advertisement should be, 
in order to find and charge quickly. The space used is 
charged each day, totaled at the end of month, and the 
amount carried out in the amount column. In making 
the calculation, do not deduct any commission or discount 
paid to agencies but carry out the full amount as calcu- 
lated by the rate. The advertising is sold at a certain rate, 
and any commission and discount is an expense of secur- 
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ing the business and should appear in the expense 
accounts. Charge by inches rather than by lines. 

In charging the local display, the names of advertisers 
are written in the name column in alphabetical order, 
leaving sufficient space between the letters for new names 
during the month. The advertising is charged daily, car- 
ried out at end of month and_ calculated according to 
rate and amount inserted in amount column. The Memo. 
column is used for special notes regarding any given 
advertisement. 

Legal advertisements will take only a page or two and 
it is not necessary to provide for alphabetical charging, 
but charge by inches as they are inserted, carrying out the 
totals and amount in the same manner as for local display. 

Readers and lines will take the same procedure as 
legal, only they will be charged by the line. To ascertain 
the inches of readers and lines run daily, divide the total 
lines by the number of lines to the inch. 

If classified advertising is charged, the record for the 
month should be mapped out alphabetically, following the 
same procedure as in local display, but the charge may be 
by word, or line or inch. 

Head the three first lines of the classified division into 
Total Inches, Free Inches, Paid Inches. The classified 
on account of charging by word, or line or inches, should 
be measured each day. Enter the total inches and deduct 
the free inches, which will give the paid inches. The 
method of keeping the classified is necessary because 
many classified advertisements are paid in advance and 
no other record other than the cash book is kept. 

If classified advertisements are all paid strictly in 


THE ACCOUNTING DEPARTMENT . 31 


advance, then it will not be necessary to keep the classified 
division with exception of the totals as shown by first 
three lines of Form 10. 

When all advertising has been charged for the day, 
the total space of advertising can easily be run up on the 
adding machine. 

Another feature to be used on Form 10 is keeping track 
of advertising that runs only a few times. When such 
’ advertisements are run the first time, make a small check 
mark in the date the advertisement should be killed, thus 
preventing too many runs. This information should be 
shown on Form 8 (local advertising daily schedule). 
This will apply to local display, lines, and readers. The 
foreign advertisements are scheduled daily and need no 
check mark. The classified may be checked as to times to 
run by the classified copy. 

The manner of listing and checking advertisements as 
shown by Forms 6, 7, 8, 9, and 10, makes a very complete 
record of advertising and will prove a great saving of 
time as well as of considerable loss on account of errors. 
If errors do occur, they can be checked to the source, 
which makes the entire force more careful. 

Attention should be called to the fact that Form 10 
might be used for listing foreign schedules, in place of 
Form 6, the only difference being that Form 10 shows 
the total, rate, and amount, which may be ignored if it -is 
desired to use Form ro in place of Form 6. 

If Form 10 is used for charging advertising, the 
sheets should be numbered, beginning with No. 1 and 
running consecutively for say a year, or during each cal- 
endar year, beginning the new year with No. 1 again. 
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It is very convenient when a new month has been 
opened to file the past month in the back of the ring 
binder which is being used, as reference is continually 
desired to the past month. .When the present month is 
finished, the past month should be taken out and filed in 
final post binder. In this way there is always the past 
and present month in the ring binder for quick reference. 

When the month has been completed and the totals 
carried out under individual names on Form 10, each 
division should be added and checked to see that the addi- 
tion is correct, the total of each division entered under 
that division, and the grand total made on the last sheet 
of the month something like the following : 


Foreign Werte oo Few ee Any Sr te 
Local Misplay « )y.2< stsse agai bane ae 
FE CEE ie tee ae OE ts Claes 80 , eae 
Lanes, -Redders :. 0. 2 ee ek Sees 
RDO R a Nee Ni Seca ed ot cg a Ee Sige 
ET's Dg ae eae Kec > pete es 
Grand Totalsi3i64 egos eee $ 


This grand total is charged to Advertising Accounts 
Receivable, and Advertising is credited, which gives the 
amount of advertising done during the month with excep- 
tion of cash classified advertisements, the method of 
handling, which will be shown later. 

The individual amounts as shown on Form 10 are 
charged in the advertising accounts receivable ledger. 


Statistical Record.—Form 11 is a very important 
statistical record, and is of great value for back reference 
as to what is being done. This record may be kept in any 
stock book with sufficient number of columns to be headed 
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as shown by Form 11. The only daily record kept in 
accordance with this form is the date, number of pages 
run, advertising inches, news inches, and total inches. 
When the advertising for the day has been charged on 
Form 10 and the total inches added, enter on Form 11 
the date, number of pages, total inches of advertising, the 
number of free inches, which deducted from the total, 
gives the number of paid inches. The balance of the space 
will be news inches, which added to the advertising inches 
gives the total inches for the date. 

A good idea to get the total inches is to figure out and 
write on a slip of paper the total inches in a given num- 
ber of pages. For example, start with eight pages and 
show how many inches in eight pages, then ten, then 
twelve, and so on up to as many pages as is ever run any 
one day. Paste this slip in a convenient place for ready 
reference. When the month is completed, calculate the 
number of inches in the total pages run during the month, 
and the total inches should balance with it, and the adver- 
tising inches and news inches should balance with the 
total. Then multiply the total pages printed by the num- 
ber of columns to the page, and enter the total columns 
printed. Then divide the total inches of advertising and 
news matter by the number of inches to the column and 
enter the number of columns for the month, which should 
balance with the total columns. 

While the circulation record may be had from the cir- 
culation or Audit Bureau records, it is well to enter the 
total papers as shown by Form 11 as it gives not only a 
ready reference, but will be valuable should any circula- 
tion record book be lost. When the various totals shown 
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on Form 11 have been balanced for the month, then 
divide each total by the number of issues during the 
month, which will give the daily average. A study of 
Form 11 will make manner of keeping it easily under- 
stood. This is a very important and desirable record. 

If a Sunday edition is issued and it is desired to keep 
such Sunday edition separate from the week-day editions, 
the record book Form 11 should have a sufficient number 
of lines for the week-day editions with totals, and under 
the week-day figures enter the Sunday editions in the 
same manner with totals, and make a grand total at the 
bottom. 


Payroll Record.—In building an accurate cost finding 
system for newspapers, it is necessary to build by depart- 
ments. There are several departments in a newspaper: 
Administrative, Advertising, City Circulation, Mail Cir- 
culation, Composing, Editorial, Press, and Stereotyping. 
There may be two departments of press and stereotyping, 
but for cost finding, the two can easily be combined into 
one. In ascertaining the departmental costs, it is neces- 
sary to arrange the payroll by departments. 

Form 12 shows a convenient manner of dividing the 
payroll by departments. A stock journal with six-double 
columns, headed as shown by Form 12, will give the 
desired result. This will give space for five pay-days 
during the month and a total. If all employees are paid 
in cash, then a six-single column journal will be sufficient, 
but it is better to pay all salaried employees by check and 
all wage-earners by cash. The Form 12 as shown is self- 
explanatory. Enter each department in the paper and 
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leave sufficient space between the departments for the 
addition of any new names during the month. 

Carry out the individual totals at end of month, and 
these totals under each department will give the depart- 
mental payroll for the month. 

Do not enter the pay of the paper carriers on this pay- 
roll. Their pay is not a payroll expense but a delivery 
expense. Also do not enter any weekly checks sent to 
' feature syndicates, as such expense should be charged to 
special features. Neither enter Associated or United 
Press on the payroll, as the press should be an individual 
expense. Neither enter the pay of correspondents, as 
that should appear as a separate item of expense. The 
payroll should be kept clean of everything except the reg- 
ular employees at the home office and the salaried men 
who represent the paper in other cities, and the men 
employed to travel, if they draw a regular salary. 


Cash Blotter.—It is customary to have on the desk 
a pencil cash book in which all receipts are entered, later 
to be transferred to the permanent cash book. 

Such cash book should have four columns. One 
is headed “General Ledger” and all items passing through 
the general ledger should be entered in this column. 
Another column is headed “Local Advertising Accounts,” 
in which all payments on local advertising accounts should 
be entered. Another is headed “Foreign Advertising 
Accounts,” in which all payments on foreign accounts 
should be entered. The fourth column is headed “Cash 
Classified,” in which all collections for cash in advance 
classified should be entered, The column for “Foreign” 


38 NEWSPAPER ACCOUNTING 


may be omitted if the foreign representative makes all 
collections and remits in one remittance, but if the foreign 
is collected direct from the various agencies, the foreign 
column in the cash blotter is a convenience. Only the 
paid-in-advance classified should be entered in the classi- 
fied column. If a collection is made on a classified adver- 
tisement that has been charged, it must be credited in the 
local advertising column. The idea is to keep an accurate 
record of all paid-in-advance classified. The total as 
shown by this cash blotter is the deposit in the bank for 
the day. If the deposit is made, Say, at 12 or 1 o'clock, 
the totals which should check with the deposit, and 
then head the blotter for the next day, all collections com- 
ing in after the deposit to appear in the next day’s deposit. 


Advertising Accounts Receivable Ledger.—The 
advertising accounts will have to be carried on the gen- 
eral ledger through a controlling account and it is well to 
have a separate ledger for advertising accounts. Such a 
ledger may be a small loose-leaf ledger, indexed from 
A to Z, and the various letters divided into subindexes, 
These subdivisions may be purchased or they may be 
made. This subdivision is a great time-saver, and all 
books should be arranged for time saving which means 
labor-saving. Take the letter S. There may be fifty or 
a hundred accounts beginning with S, and if the letter S 
is subdivided into Sa, Se, Sh, Si, Sm, So, St, Sw, and the 
accounts arranged under their proper subdivisions, much 
time is saved in finding an account. It is better to keep 
the foreign and local advertising accounts separate in the 
ledger, but, of course, they enter into the controlling 
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account on the general ledger the same as local accounts. 
This separation may be made by putting the foreign 
accounts in front of or back of the local accounts in the 
advertising ledger, or they may be kept in a separate 
small binder. 


CHAPTER V 
GENERAL ACCOUNTING AND COST FINDING 


In the newspaper business, the following will cover 
cost finding books, the most studious consideration should 
be given to the proper naming of all individual items of 
receipts and expenses, and the list should not be burden- 
some but should cover fully the main items entering into 
the business. The names of such items should be very 
plain and convey to the mind at once their proper mean- 
ing. There are always a large number of very small 
expenses that if entered under separate headings would 
burden the books with excessive accounts. Such small 
accounts may well be handled under “Sundries.” But all 
expenses that are large enough and which are regular 
expenses of the business should be handled under indi- 
vidual names. 

In the newspaper business, the following will cover 
practically every account necessary to be opened in the 
general ledger: 


OPERATING Receipts: Advertising; City Subscriptions; Mail 
Subscriptions—only three. 

OPERATING EXPENSES (See Form 15): Advertising Commis- 
sion and Discount; Advertising Expense; Advertising Fea- 
tures; Associated (or United) Press; City Delivery; Corre- 
spondence; Depreciation; Exchanges (subscriptions to other 
papers); Freight-Dray—Express; Fuel; Gas; Inks; Insur- 
ance; Lights; Mail Delivery; Metal, Lino; Metal, Stereo; 
Paper Used; Payroll; Postage, General; Postage, 2nd Class; 
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Power: Premiums—Prizes; Press Associations; Printing- 
Office Supplies; Repairs; Renewals; Rent; Special Features; 
Subscription Commission; Sundries; Taxes (except Income); 
Telegraph-Telephone; Traveling Expenses; Working Sup- 
plies. 

Non-OPERATING INCOME: Printing (if a job office is run); 
Interest; Rent; and any other such income brought about 
by local conditions. 

Non-OPERATING EXPENSES: Donations; Interest; Income 
Taxes; Profit and Loss, Advertising Accounts; Profit and 
Loss, General Accounts; and any other made necessary by 
local conditions. 

This reduces the operating accounts on the general 
ledger to about forty, and eight or ten non-operating ac- 
counts, and yet they give a full grasp of the business. 
One large publication had on its general books thirty- 
five different accounts for payroll alone and about a hun- 
dred other expense accounts, but the results obtained were 
no better than can be obtained from the above-named ac- 
counts. And the books were greatly burdened, which 
opens the road to many errors. 

The names indicated above will cover practically every 
necessary profit and loss account in any newspaper, and 
they are so clearly worded that confusion will not likely 
occur. Local conditions may be such that a few new ac- 
counts will be necessary, and a few may be omitted, but 
the general outline covers the entire newspaper business. 

The accounts of assets and liabilities are governed by 
local and financial conditions and it is hard to map out 
proper names for such accounts. By reference to Form 
14 an idea may be had that might be profitable. Form 
14 will be taken up later. 
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General Ledger.—With the profit and loss accounts 
properly named, the general ledger may be arranged. 
This should be a stock loose-leaf book, and in opening 
this general ledger, there should be four sections or 
divisions, namely, Operating Profit and Loss Accounts; 
Non-Operating Profit and Loss Accounts; Assets and 
Liabilities ; General Accounts. Each division should be ar- 
ranged alphabetically, as for example, the Operating Profit 
and Loss division, the first accounts would be Advertis- 
ing, and then on ending with Working Supplies. It is a 
great time-saver to have each account indexed with tab 
indexes, with the name of the account written on the tab. 
The second division, Non-Operating Profit and Loss items, 
should be arranged in the same manner. Also the Assets 
and Liabilities. The fourth division or general accounts 
will be arranged in the regular A to Z index. This will 
contain the general accounts payable and receivable. On 
account of the few accounts used in the general ledger, 
the four divisions will not make the ledger too bulky. 


Cash Journal.—The most important record in news- 
paper accounting and cost finding is the cash journal. 
This is a special ruled book, and through it passes every 
item entering into the business that has reference to 
dollars and cents, and this book is arranged for cost 
finding, thereby saving other records in ascertaining costs. 

The old method of having a cash book and a journal 
must be abandoned. It originated when accounting was 
a baby, because cash was considered more valuable than 
any other asset. Cash may be handled quicker, but as an 
asset, it represents no more value than any other asset, 
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So the modern and labor-saving method is to treat cash 
as any other asset and carry all items through one book 
which may be called the cash journal. Another point in 
favor of one journal for all items is that not only is the 
cash balanced but all journal items are also balanced, and 
it further saves much time and trouble by having only one 
book to work from. 

Form 13 shows the two pages of this combination cash 
journal, containing the receipts and expenses and the dis- 
tribution of the expenses to the several departments from 
which cost figures are obtained. The left-hand page 
shows the debits and credits of income accounts and the 
right-hand page shows a number of expense items and 
the departments to which these expense items are carried. 
All items finally pass through the general ledger and the 
first columns are the debits and credits to the general 
ledger. 

There are three debit and credit columns for advertis- 
ing accounts. The Cash Dr. and Cr. columns are used 
only for cash items; the Journal Dr. and Cr. columns are 
used for all adjustments of errors and all charge-offs, 
which shows at a glance what collections are being made 
and how much is charged off. The Foreign Dr. and Cr. 
columns are used for both cash and journal items. If 
the foreign representative of any paper makes collections 
of all foreign accounts for the paper, then this column 
will not be necessary, as there will be only one foreign 
account and the other advertising columns may be used. 
But if the foreign accounts are collected direct from the 
agencies sending the service, a separate column for for- 
eign, as shown, will be an advantage, 
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There are no columns for general accounts payable and 
receivable for the reason that the average newspaper does 
not have a sufficient number of these accounts to justify 
a separate ledger for them and a controlling account in 
e2 fee ass ea eee 
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the general ledger. These accounts are handled through 
the general ledger columns and are posted to the fourth or 
general accounts division in the general ledger. In clos- 
ing the books, these general accounts are drawn off on a 
sheet of paper and passed to the trial balance in totals 
(see Form 14). If controlling accounts are desired, the 
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necessary columns may be added to the cash journal. 
The advertising accounts are so heavy that they are 
handled through a controlling account in the general 
ledger. 
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The operation of this book is exactly the same in 
principle as that of any other journal, that is, for every 
debit there must be a credit. If an advertising account is 
paid, the individual is credited and the credit becomes a 
debit against the bank; if a general account is paid, the 
individual is credited through the general ledger and the 
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bank is debited in the deposit for the day; if a purchase 
is made, the seller is credited through the general ledger 
columns and if the purchase becomes an asset, such asset 
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is debited through the general ledger columns; if the 
purchase is an expense, such expense is debited through 
one of the special columns or through the general ledger 
columns; if a check is drawn for an expense, such ex- 
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pense is debited through its column or through the general 
ledger columns and the bank is credited; if an account is 
paid by check, the individual is debited and the bank 
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credited. There is no difference in principle in a journal 
of this kind from any other journal; the difference is in 
operation, and the only thing necessary is to get the item 
in the right column. 
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The advantage of a many-column book is to save post- 
ing. By having a separate column for many expenses 
that are continually occurring during the month, the book- 
keeper saves posting each item each time to the ledger, 
as the item is carried through the month in its special 
column and posted in one item to the ledger at end of 
month. 

In the cash journal, Form 13, only the general ledger 
and the advertising accounts columns are posted by indi- 
vidual items; all the other columns are posted in totals 
at end of month. 

The cash receipts are posted from the cashier’s blotter, 
previously described, to the cash journal. In doing this, 
each payment is credited to the individual in the proper 
general ledger or advertising columns, but in transferring 
the cash classified advertisements and the subscription re- 
ceipts, it is not necessary to take a separate line for them, 
as they may appear on a line with any other items, be- 
cause the cash classified and subscriptions are posted only 
in total at end of the month. This will save space on the 
cash journal. The total receipts as shown by cashier’s 
book, being the deposit for the day, is debited to the bank 
in one item and this should also appear ona line with 
any other items, which should be the last line used for 
the day. 

Any receipts coming in after the deposit has been 
made should go on the next day, and the cashier should 
date his book for the next day after the deposit for the 
present day has been made up. 

All disbursements should be made by check, and each 
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check must be posted by number and amount, and charged 
to the proper account or accounts. 

The only exception to this is the payroll. If a part of 
the payroll is paid by check and a part by cash, as previ- 
ously suggested in describing the payroll, the treasurer 
should arrange to write these checks in numerical order, 
making the last check for the amount of cash necessary to 
pay those receiving cash, and then these checks may be 
added into one total, taking one line in the cash journal, 
something like this: Payroll, Checks Nos. 2211-2233, 
$1,931.23, which is credited to the bank and charged to 
payroll in its proper expense column. 

The cash journal should be balanced at intervals dur- 
ing the month. This balance must be at the close of some 
deposit and not by pages, as a deposit might lap over 
from one page to another. 

To balance the cash journal, Form 13, make pencil 
totals of all columns containing any item; then add all 
debits on the left-hand page, including bank deposits, and 
all expense items on the right-hand page into a total. 
Then add all credits on the left-hand page, including 
checks drawn and the balance brought over from last 
month, and the two totals will agree if the posting has 
been done correctly or if the pencil totals are correct. 
The balance of cash brought over from past month, when 
opening a new month, should go on the first line of the 
new month as “Balance Forward” and be charged to the 
bank in the deposit column. 

In Form 13 are given figures to show the manner of 
closing the book at end of month. The figures shown on 
the line “Brought Forward” represent the totals for the 
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month of the various columns used. All the columns used 
in this book are closed out to the general ledger columns 
to get them on the general ledger. The credit to adver- 
tising accounting receivable is the total credit shown in 
the several columns, minus the debits, which gives the net 
credit. All the other items are self-explanatory. The 
manner of closing the bank account is also shown. 


Departmental Expense Distribution——What has 
already been said in regard to the operation of the cash 
journal has had reference entirely to profit and loss and 
general ledger items, and no method of obtaining costs 
has been outlined. Instead of carrying the various ex- 
pense items to prime costs, factory burden, overhead, 
administrative, and selling costs, as in a manufacturing 
concern, some other method of distributing expenses with 
a view of finding costs is necessary in the newspaper 
business, and the best and most accurate method is to 
carry the various expenses to the several departments in 
a newspaper plant. 

On the right-hand page of Form 13 under “Depart- 
mental Expense Distribution” will be found a column for 
each department in the average newspaper. If there is an 
art department, or if the press and stereotyping requires 
two departments, columns may be provided, but the press 
and stereotyping would be better combined into one de- 
partment. The administrative department might be 
omitted and the expenses carried to the “General Depart- 
ment.” The costs are calculated from the expenses of the 
various departments and the idea is to have a column for 
each department in the paper. 
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The idea of having departmental expense columns on 
the same sheet and in the same book with expense ac- 
counts is labor-saving in cost accounting, as all the figures 
are contained in one book and the items are posted to the 
department at the same time they are posted to the ex- 
pense account. The entire cost figures are contained in 
these expense distribution columns. Bear in mind that 
only operating expenses are carried to the distribution 
columns, and if the various items of expense are carried 
to the distribution columns correctly, correct depart- 
mental expenses will be shown. This is absolutely neces- 
sary. 


CHAPTER VI 
CLASSIFICATION OF ACCOUNTS 


For a better understanding as to proper distribution, 
it will be necessary to take the various items of operating 
expenses as previously outlined and show how they are 
distributed. 

ADVERTISING CoMMISSION AND Discount. This is 
strictly an advertising expense and is carried to the adver- 
tising column. 

ADVERTISING ExPENSE. This may be advertising of 
advertising, or advertising circulation or general advertis- 
ing. Carry to the department for which the advertising 
is done. This item is not for advertising done in own 
paper as that is considered free advertising but is intended 
for any outside advertising which must be paid for. 

ADVERTISING FEATURES. Meaning all syndicate fea- 
tures, special cuts, etc., used for advertising display, and 
is carried to the advertising department. 

AssocIATED (OR UNITED) Press. This is an editorial 
expense and is carried to that department. 

City Detivery Expense. This is the expenses of de- 
livering papers in the home city and goes to city circula- 
tion department. This expense should include the pay of 
all carrier boys, and other expenses of delivery. Do not 
put the pay of carrier boys in the regular payroll, but 
include in delivery expenses. 

CoRRESPONDENCE. Goes to the editorial department. 
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DEPRECIATION. Goes to the general department. 

EXCHANGES (subscriptions to other papers) goes to the 
editorial department, unless some papers are taken for 
other departments; then charge to proper department. 

FREIGHT-DRAY-Express goes to the department for 
which it is paid. The freight and drayage on paper stock 
should not be considered a freight item, but should be 
added to the cost of paper stock. 

Fuex. If for the general good, to the general depart- 
ment. If for any special department, charge to that 
department. 

Gas. To the general department, unless separate 
meters are used; then to the proper department. 

Inxs. To the press department. The ink used in the 
composing room for proof purposes is so small that it 
need not be considered. 

INSURANCE. To the general department. 

Licuts. To the general department unless it can be 
divided by separate meters; then to proper departments. 

Mai Detivery Expenses. All expense of delivering 
the mail circulation, such as trucks, if they are used. 
Goes to mail circulation department. Second-class postage 
must not be included in this item. 

Meta, Linotype. To the composing department. 

METAL, STEREOTYPE. To the press and stereotype de- 
partment. 

Paper Usep. To the general department, because it is 
used for both advertising and news space and must be 
divided between advertising and circulation through the 
general department. 
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PayroLt. Do not carry this item to any department. 
It is treated as a separate item, as will be shown later. 

Postacr, GENERAL. To the department using it. Most 
of the postage used in the business department is for ad- 
vertising and can go to that department. It is best for 
the circulation department to have postage separate from 
the business department. The mail circulation will prob- 
ably use most of the circulation postage, but some fair 
division may be made between the city and mail, and if 
not, charge the postage used by the circulation to the 
divided circulation department. 

PosTAGE, 2ND Ciass. To the mail circulation depart- 
ment. Some circulation managers are contending for the 
advertising department to bear its share of the second class 
postage. But circulation is built on and held by the news 
value of the papers and it is the news that is sold to the 
subscribers. 

Power. To the general department unless separate 
meters are used; then to correct department. 

Press AssociaTIons. There may be an advertising, or 
a news association or an association for the general good. 
Carry to the proper department according to the nature 
of the association. 

PRINTING-OFFICE SuppLies. To the department for 
which the printing was done, or for which eer were 
purchased. 

RENEwALs. This item has reference to parts purchased 
to replace worn or broken parts of linotype machines, 
press, etc., and goes to the department for which pur- 
chased. 

Repairs, This has reference to changes in arrange- 
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ment of the several working rooms, repairs and changes 
in wiring, and repairs of broken machinery, and goes to 
the department for which the work was done. If the 
paper owns its building, repairs to the building proper 
should be to non-operating expenses. 

Rent. To the general department. 

SPECIAL Features. This is the service purchased from 
feature syndicates, cartoons, comic pages, special cuts, 
and any other features not chargeable to advertising, and 
goes to editorial department. Associated or United Press, 
and correspondence should not be charged under this 
heading. 

SUBSCRIPTION Pons To the proper circula- 
tion department. 

Sunpriges. To the department for which purchased. 
Sundries should embrace those small expenses, not large 
enough, to require a regular expense account. 

TAXEs AND Licenses. To the general department. 
Income taxes must not be included in this item, but must 
appear under non-operating expenses. 

TELEGRAPH—TELEPHONE. Charge according to the 
department using the service. : 

TRAVELING Expenses. To the department for which 
the expense is incurred. 

WorkKING Suppiies. This has reference to the vari- 
ous supplies used in the several mechanical departments, 
and is charged to the department for which purchased. 
Do not include in this item office supplies nor renewals. 

This will give a general idea as to how the various 
expenses are distributed to the several departments, and 
if some thought is given to the work, there will be little 
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difficulty in knowing the correct department to which an 
expense must be charged. 


Special Items.—Attention should be called to the 
proper method of handling a few of the more complicated 
items: 


DEPRECIATION. When the percentage of depreciation 
has been decided upon, the total depreciation for the year 
should be figured, and each month should take one-twelfth 
of the total. If new assets bearing depreciation are 
added during the year, figure the pro rata depreciation 
from date of purchase to end of the year and add to 
depreciation. A reserve for depreciation should be set 
up, and depreciation should be charged monthly under 
operating expenses with the monthly amount, and depre- 
ciation reserve credited. At the end of the accounting 
year, the asset may be reduced by the amount of depreci- 
ation reserve, or the asset may remain as originally and 
the reserve allowed to accumulate. 

The subject of depreciation and the manner of han- 
dling it, has not reached perfection, as there are various 
opinions from many expert accountants. But the fairest 
manner of handling depreciation in a newspaper plant 
seems to be something like the following: 

Take as the basis of depreciation 10% charge-off 
annually. At the end of the year, deduct this 10% from 
the asset, making the asset 10% less. At the end of the 
second year, deduct 10% of the remainder, and so on 
annually. The first year will be 10% of the original cost ; 
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the second year will be 9% of the original cost; the third 
year will be slightly over 8%. 

This is really a diminishing value method, and seems 
to be the fairest as the largest amount is deducted while 
the machincry is new and can bear the deduction, and in 
about twelve to fifteen years the cost of the machinery 
has been reduced to about junk value. By this method it 
would take over a hundred years to charge off all of the 
original cost and there is always some asset, even in a 
worn-out machine. The straight method of deducting a 
certain percentage each year from the original cost will 
soon charge off the entire value, but there will still be 
value, even if it has been charged off. The method men- 
tioned above seems to be the fairest of all methods. 

InsurANCE. Ascertain the total insurance premiums 
for the year, and charge one-twelfth part of the total to 
each month, crediting reserve for insurance with same 
amount. If there is no reserve for insurance on the 
books, it should be set up. Calculate the unexpired part 
of the insurance premiums, which will give the amount 
of reserve to set up, and then reduce it monthly by the 
monthly portion of the total insurance for the year. 
Unexpired insurance is always an asset. When policies 
are renewed, charge reserve for insurance and credit the 
agent. In this manner the correct amount of unexpired 
insurance is always shown. 

Paper Usep. All print paper received becomes an 
asset until used, and must be charged to paper stock, and 
in addition to the invoice price of the paper, all freight 
and drayage should be added to show the cost of paper 
laid down in the warehouse. Freight and drayage on 
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other items of supplies may be charged to freight expense 
item. 

At the end of the month the paper used, as shown by 
the pressman’s report, should be figured at the cost laid 
down in the warehouse and the amount used during the 
month should be charged to “Paper Used,” and “Paper 
Stock” is credited. If the records are correctly kept by 
the pressman, this procedure will be a very accurate per- 
petual inventory of paper. 

Rent. If the newspaper owns its building, a reason- 
able rent should be charged under rent item in operating 
expenses, and the amount thus charged becomes. an 
income under non-operating items, If the building is 
rented, then rent is a straight operating expense. 

TaxEs AND Licenses. If no reserve for taxes is 
carried on the books, the item should be set up. Take as 
a basis the amount of taxes and licenses paid the previous 
year, and charge taxes with one-twelfth of this amount 
monthly and credit reserve for taxes. When payment is 
made, charge the reserve with the payment. 

Income taxes are not figured in the expense of taxes 
nor in the reserve for taxes, as income taxes are based 
on the profits for the year and no accurate estimate can 
be made. If income taxes are paid, charge under non- 
operating expense the month in which payment is made. 

WorkInG Suppiies. All supplies used in the me- 
chanical departments except inks and renewals come 
under this head. If no asset is carried on the books for 
the amount of such supplies kept on hand, an inventory 
should be taken and an asset created. Of course, the 
amount of such supplies vary during the year, and the 
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better plan would be to get an average of the amount 
usually kept on hand and create an asset for the average 
amount. With this average value of supplies put into an 
asset, all supplies then purchased may go direct to the 
expense item of working supplies. 

ProFIT AND Loss. This account is the most badly 
abused of all accounts in bookkeeping, being the book- 
keeper’s garbage can. This account should be used dur- 
ing the year for almost nothing but actual charge-offs for 
bad debts. 

If there is some small item of income during the year, 
carry it to “Sundries” in operating items or to “Miscel- 
laneous” in non-operating items. If there is a charge-off 
on account of errors in advertising, reduce advertising 
with the amount. If there is a refund in subscriptions, 
reduce subscriptions. If there is a sale of some asset, 
reduce that asset. If there is a refund on some expense 
account, reduce that account. Leave the profit and loss 
account free for charge-off of bad accounts and for clos- 
ing out the profit and loss accounts at end of the account- 
ing period. 


Closing the Cash Journal.—By reference to Form 
13, it will be seen that all income and expense items are 
closed out to the general ledger at end of the month. The 
amount credited to advertising accounts receivable is the 
total credits in the three advertising columns, minus the 
debits. The cash classified advertisements are carried to 
advertising and added to the amount of advertising as 
shown by advertising record, Form 10, which will give 
the total advertising done during the month, The man- 
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ner of closing the bank account is shown, from which the 
deposits for the month and the checks drawn for the 
month may be carried to general ledger columns. The 
manner of getting the balance on hand to be carried for- 
ward is also shown. 

The grand total of the eee ledger columns is not 
posted, as the items making this total have already been 
posted. All expense items not having a special column 
in the cash journal are carried through the general ledger 
columns. 


CHAPTER VII 
BALANCE SHEETS AND STATEMENTS 


After all the income and expense items have been 
closed out to the general ledger columns in the cash jour- 
nal, Form 13, and posted to the general ledger, it is neces- 
sary to take a trial balance, and this trial balance should 
be more than a pencil memorandum. It is necessary to 
make the trial balance a permanent record of the busi- 
ness, and it can be made better than the average trial 
balance. It can be made into a profit and loss record as 
well as a financial record, providing the general ledger 
is laid out in a suitable manner, as previously described. 

Form 14, two sheets, will show how this can be 
done. A stock four-column journal may be used. 
The left-hand page is the profit and loss statement, and 
the second page the financial statement. Head the first 
two columns on both pages Dr. and Cr. The totals of 
the Dr. and Cr. columns on the first page are carried 
forward to second page and the totals of these two pages 
give. the trial balance. On the left-hand, or profit and 
loss page, the other two columns are headed Loss, Gain. 
As all the items shown on this page are strictly profit 
and loss items, it is not necessary to carry each item out 
into the loss and gain columns, but simply take the totals 
on this page and the difference will be the gain or loss. 
This is shown at bottom of profit and loss statement, 
Form 14. 
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BALANCE SHEET—P. & L. STATEMENT = 


SEPTEMBER 30, 192 













































Advertising 101, 156|03 
Adv. Comsn. & Disct. 4.378147 
Adv. Expense 262/70 
Adv. Features 928/74 
Associated Press 4,225/91 
City Delivery Exp. 12, 833/83 
Correspondence 428)05 
Depreciation 3,336]10 
Exchanges 182/00 
Freight—-Dray—Express 515/33 
Puel 305|00 
I,083}02 
Inks 631/21 
pia 1,025/85 
692/77 
Mail Delivery Exp. 4,907|71 
Metal 147|82 
Paper Used 29,002/55 
Payroll 75 ,206)51 
Postage, pS yo 444/98 
and Class I,550|00 
Power 394/27 
Press Associations 502 
Premiums—Prizes 303/16 
Printing—Off. Supplies I,582|50 
Renewals 1,735134 
346/30 
2, 400|00 
Special Features 4,091|57 
Subscriptions, City 42,839|14 
Mail 14,852|60 
Subscription Comsn, 140|50 
eerie 433|00 
Tax I, Irrls50 
Telegraph Telephone 1,634|98 
Traveling Expenses 1,941/85 
Working Supplies 1, 584/37 
Non-Opr. ITEMS 
Donations 200]00 
Interest 915|00 
Printing I, 790/10 
Rent 3,000/00 
Taxes, Income T59|o1 
Miscellaneous 40/09 
P. & L.-Adv. Accts. 1,832|85 
«“ _ Gen’) Accts. 301|00 
TOTAL 163, 788/24 | 163,677|96 


Loss 
Forward 


110/28 


163 ,788|24 | 163,677/96 | 163,788/24 | 163, 788/24 


(Form 14a) 
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BAL. SHEET (Cont’d)—FINANCIAL STATEMENT 


SEPTEMBER 30, I192_— 





















_ Forward 163, 788/24 | 163,677/96 
Capital Stock 50,000/00 50,000|00 
Adv. Accts. Rec. 21,042|51 21,042/51 


Adv. Mats. 500/00 500/00 
Bank Balance 1,940|03 1,940]03 
Bonds, 1930 25,000/00 25,000/00 
on I1L,000|00 I1,000/00 
Cash in Offs. 50/00 50|00 
News Mats. ' 1,500/00 I,500|00 
Notes Payable 3, 100/00 3,100/00 
Office Furn. 3,090/00 3,090]00 
Paper Stock 10, 240|40 10, 240|40 
Plant 2 61, 200/00 61,200}00 
Reserves—Depreciation 4,821/75 4,821/75 
Insurance 618|10 618}10 
Interest 338/10 338/10 
UnearnedSubs 1,672|12 1,672|/12 
Stocks I,010|00 I, 010/00 
pers 2,500|00 2,500|00 
Ink Drums ' 66)00 66|00 
Paper Cores 827\22 827/22 


Surplus or Undv. Profit 28 ,072|70 28,072/70 







General Accts. Rec. 384/24 384/24 
« Payable i 3,074|11 3,074|11 









Loss ‘Tr0/28 
TOTAL 279,756|74 | 279,756|74 | 116,078|/78 | 116,078/78 
——S SE 


(Form 14b) 


The third and fourth columns of the right-hand page 
(financial statement) are headed Assets, Liabilities. The 
first two columns are the trial balance and the other two 
are the financial statement, and it will be necessary to 
carry the different items into the assets and liabilities 
columns in order to get the financial statement. A study 
of Form 14, both pages, will make the operation very 
clear. This manner of handling the trial balance gives 
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a very clear profit and loss as well as a financial state- 
ment. 


Profit and Loss Statement.—After making the trial 
balance, the next in order is the profit and loss statement 
and this statement should also be clear and comprehensive 
as it is the spokesman telling of the loss or gain. Form 
15 outlines a profit and loss statement that is simple and 
yet comprehensive, giving the various income and ex- 
pense items for the month and dividing them in their 
proper groups, showing the operating as well as the non- 
operating loss or gain and the total loss or gain. It gives 
this same information for the term of months. The 
monthly items must be taken from the general iedger, 
but the term items may be copied from the trial balance, 
Form 14, which is the same as Form 15 only the latter 
divides the groups, and the monthly and the term items 
being on the same sheet, makes Form 15 more compre- 
hensive. 


Departmental Expenses.—The manner of carrying 
the various operating expense items to the departments 
to which they belong has already been explained. When 
this has been properly done, the trial balance (Form 14) 
has been made and profit and loss statement (Form 15) 
completed, then the departmental expenses shown on the 
right hand sheet of Form 13 should be added and bal- 
anced with the operating expenses for the month as shown 
on Form 15. The payroll has a special column in the 
expense columns, but it is not carried to the several 
departments except as a total for the month, but all other 
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operating expenses are carried out into the departmental 
columns. 

Figures are given on Form 13 to show the manner 
of closing the departmental columns. It will be noted 
that there is a divided circulation column. This is made 
necessary because there are items occasionally that can- 
not be charged direct to either the city or mail circula- 
tion, but must be prorated between each of them as the 
expense was for the good of both. So the item of $74.76 
is prorated and added to both the city and mail circula- 
tion. By reference to statistical record, Form 11, it will 
be seen that the daily average paid circulation of the 
city was 6,209 and the mail 3,731, making 9,940 paid 
circulation, which when reduced to a percentage, gives 
the city 62.5% and the mail 37.5%. Therefore, the item 
of $74.76 shown in the divided circulation column must 
be carried to the city and mail circulation on this per- 
centage basis. 

By a further study of departmental expenses, Form 
13, it will be noted that there are some reductions. For 
example, there is the item of metal. As already sug- 
gested, it is well to set up an asset for supplies, making 
the amount of the asset the average amount of supplies 
kept on hand, and then charge all supplies that are pur- 
chased direct to their proper expense item. This has 
been done in the case of metal, and during the month 
some metal has been sold or dross has been shipped and 
sold and there is a credit to metal during the month, 
which must come off the proper department because the 
expense item has had a credit and the department must 
likewise get a credit. Another item is “Premium—Prizes.” 
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The expense item shows that during the month $122.75 
was spent on premiums and prizes. It happened that 
these premiums were for the circulation departments, and 
later on there was a refund on this item, and the amount 
of such refund must be prorated to the city and mail 
circulation on the same percentage basis as outlined in 
adding the divided circulation item. Perhaps there was 
an error in the item of renewals as charged to the ex- 
pense account, and as the purchases as recorded were for 
the composing department, this reduction or correction 
must be credited to the composing department under the 
departmental expenses. 

The idea is that when an operating expense is entered 
against its proper account, and there is later a reduction 
in this expense, it must be taken from the departmental 
expenses in order to get a balance. 

By the addition of the divided circulation to the city 
and mail and the reduction of other expenses, the total 
will show the correct departmental expenses. To the 
total of these expenses must be added the payroll. By 
reference to Form 12, it will be seen that the payroll has 
been divided into departments to correspond with the 
departments as shown by the departmental expenses. 
Each individual in each department has the total pay 
carried to the total column for the month. Add these 
totals under the several departments and it will give the 
departmental payroll. The total of all departments should 
balance with the expense item of payroll. The grand 
total of expenses and payroll under the departmental ex- 
pense columns will then be found to balance with the 
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operating expenses for the month amounting to $15,- 
922.38, as shown by profit and loss statement, Form 15. 

After the departmental expenses and payroll have 
been balanced with the operating expenses for the month, 
these figures are then ready for carrying to the three 
sources of income, advertising, city and mail circulation, 
in order to ascertain the cost of producing the income 
from each. The expenses of the advertising, city and 
mail circulation departments are, of course, direct ex- 
penses and there is no trouble; but the expenses of the 
composing, general, and press departments belong to all 
the three sources of income, and the expense of the edi- 
torial department belongs to the two circulation incomes. 
The composing, editorial, general and press departments 
have no income, but their expenses are necessary to pro- 
duce the income from advertising, city and mail circula- 
tion, and their expenses must be carried to these income- 
producing departments. 

Refer again to Form 13, departmental expenses, and 
it will be seen that the expenses of the advertising, city 
and mail circulation departments has been brought down. 
They are direct expenses. The next is the composing 
department and practically all the expenses of this de- 
partment are used for the general good and must be 
charged to the three sources of income on some basis, 
and the only fair one is the percentage basis. 

Refer again to statistical record, Form 11, and it will be 
seen that the total daily average space printed was 2,546 
inches, which when reduced to a percentage, gives advertis- 
ing 37.9% and news matter 62.1%. Therefore, advertising 
takes 37.9% of the expenses of the composing department, 
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and circulation takes 62.1%, and of this 62.1% city circu- 
lation takes 62.5% and mail 37.5%, as previously shown as 
regards the percentage of circulation. This will give a 
correct distribution of the expenses of the composing de- 
partment to the three sources of operating income. 

The general department is intended for those expenses 
that cannot be charged direct to any one department, and 
the expenses of this department must be carried to the’ 
three sources of income in the same manner as the com- 
posing department. 

The expenses of the press department, being for the 
production of all the income, must be carried to the 
three sources of income in the same manner as the com- 
posing department. 

The expenses of the composing, general, and press 
departments might all be added into one total and car- 
ried to the advertising, city and mail circulation, but it 
is a little better history to work each separately. 

The expenses of the editorial department are strictly 
those of producing the news matter in the paper, and no 
part of the expenses of the editorial department can be 
carried to advertising. So the expenses of the editorial 
department are carried to the city and mail circulation on 
the same percentage basis as already given. 

When these calculations have been completed and the 
totals made, these totals will show the expenses of pro- 
ducing the three sources of income, advertising, city and 
mail circulation. The expense of payroll has not entered 
into the calculation in getting the total of expenses, but 
must now be added to get the grand total of the cost of 
production, There would be no difficulty in the payroll 
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but for the composing department. In the composing 
department are men who work for all, such as the fore- 
man and makeup men, and some work entirely on news 
matter and some entirely on advertising. This cannot 
be divided on the payroll because it is necessary to have 
each department separated on the payroll regardless of 
what the employees of each department do. It is nec- 
essary then in getting the final cost to make another 
division of the payroll. 

By reference again to payroll, Form 12, it will be seen 
that opposite the total for the month of each individual 
will be found the letters A, C, D, G, M, the last letter 
not shown on the form. A means advertising, C city cir- 
culation, D divided circulation, G general, and M mail 
circulation. 

The payroll of the administrative department is 
marked G because this department belongs to the entire 
business and must be prorated. The payroll of the ad- 
vertising department is marked A because it belongs 
strictly to that department. The city circulation payroll 
is marked C and the mail circulation payroll is marked 
M because they apply strictly to these departments. The 
editorial payroll is marked D because it applies to both 
city and mail circulations. The press department is 
marked G because it applies to general. 

This leaves the composing payroll. The foreman can 
give the necessary information as to how to separate this 
payroll. The foreman and his assistants, the mechanics, 
makeup men, galley boys, would be marked G and any 
others that did general work. The compositors, either 
hand or machine, who worked strictly on advertising 
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copy, would be marked A, and those who set news matter 
entirely would be marked D. If there are separate proof- 
readers for advertising and news matter, it would be well 
to put the advertising proofreaders under the advertising 
department payroll, and the news matter proofreaders 
under the editorial department payroll. But if the proof- 
readers read both advertising and news proofs, they 
should be marked G. This will give a good idea as to 
how to divide the payroll by letters. 

Now as to the method of getting the division properly. — 
Add all those on the payroll marked A, and put the 
amount on a sheet of paper under advertising. In the 
same manner take those marked C and put under city 
circulation, and those marked M under mail circulation 
on the same sheet of paper. Add those marked D and 
divide between the city and mail circulation on the same 
_ percentage basis as already given. Add those marked G 
and divide between the advertising and city and mail cir- 
culation in the same manner that the expenses of the 
composing, general, and press departments were divided. 
When this is done, the totals as shown by the advertis- 
ing, city and mail circulation departments will be carried 
to the payroll as shown on Form 1 3 under departmental 
expenses, and then the grand total will show the exact 
cost of producing the advertising, city and mail circula- 
tion. And these three totals will agree with the total 
operating expenses for the month as shown by profit and 
loss statement, Form 15. 

All the expenses of producing the htree items of in- 
come are now correctly calculated and charged to the 
three departments of income, And from these figures 
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any and all information that may be desired may be cal- 
culated. 

Form 15 gives a comprehensive profit and loss state- 
ment by items divided into operating and non-operating 
for the month and for the term of months. Form 13 
shows the expenses and payroll of each department, and 
also shows these departmental expenses carried to the 
three sources of income, giving the necessary information 
for calculating costs accurately, and from these figures 
the following statements may be made: 


Sundry Statements.——Form 16 gives three state- 
ments that should be made and filed as a part of the his- 
tory of the work of the paper. The first statement shown 
on the form is departmental expenses. This is copied 
from the right-hand page of cash journal, Form 13, and 
the percentage of cost of each department is calculated. 
While this is shown on the cash journal with exception of 
the percentage, yet it is best to make this statement along 
with other statements, making it handy for ready refer- 
ence. 

The second statement shown on Form 16 is compara- 
tive statement, showing the increase or decrease in operat- 
ing income and expenses. Refer back to the remarks in 
regard to record of advertising, Form 10, and it will be 
seen that the foreign, local, and classified advertising 
is separated. From Form 10 may be had the totals for 
foreign, local, and classified advertising. If there have 
been any debits to advertising on account of errors, see 
whether these reductions apply to foreign, local, or classi- 
fied and deduct from the totals as shown on Form Io. 
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The totals of the three divisions of advertising must bal- 
ance with total advertising for the month as shown by 
profit and loss statement, Form 15, and then from Form 
15 may be had the amount of city and mail subscriptions, 
making the total operating income $16,336.04 as shown 
both on Form 15 and Form 16, proving the correctness of 
the work. 

In getting the operating expenses on this comparative 
statement, it would be next to impossible to divide the 
advertising expenses into foreign, local, and classified, 
and if it could be done accurately, the results obtained 
would not justify the outlay of time and work to do it, 
so the expenses of producing the advertising will have to 
be carried in one item. Turn to Form 13 under depart- 
menital expenses and the figures for the cost of producing 
the advertising are shown, which is entered on this com- 
parative statement. At the same place the expenses of 
the city and mail circulation are shown, which are entered, 
and the total of these three departments of expense gives 
the operating expenses for the month, the figures being 
the same as shown on Form 165. 

When this accounting and cost finding system has been 
in operation for a year, then the comparative figures may 
be given, showing the increase or decrease in the several 
items of income and expenses. This comparative state- 
ment is valuable information in analyzing the progress of 
the business. 

The third statement shown on Form 16 is receipts and 
costs. Advertising receipts may be had from the com- 
parative statement, making a total of the three divisions 
of advertising income, or it may be had from operating 
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income shown on Form 15. The advertising costs are 
had from the comparative statement, and the difference is 
gain or loss, shown in dollars and in percentage. The 
city and mail subscription receipts and costs may be had 
in the same manner and the loss calculated in dollars and 
percentages. Then the amount of operating gain or loss 
is brought down, to which is added or subtracted the 
amount of non-operating loss or gain, showing the net loss 
or gain for the month, which balances with the profit and 
loss statement, Form 15. 

The statements shown on Form 16 are simple and 
easily made, and are well worth the energy spent in 
making them. 


Statistical and Cost Statement.—Form 17 shows 
statistical comparisons of circulation, and the amount of 
space printed during the month in pages and inches. The 
comparative statement of circulation, pages, and inches 
may be had after this statement has been made for a year. 
Or if the circulation and other records for the past year 
are such that the information may be had from them, then 
this comparative statement may be made at any time. 

The statement of circulation gives the daily average 
and the total for the month. These figures, as well as the 
figures for pages printed, advertising inches, gross and 
paid and news inches, are all obtained from the totals 
shown on statistical record, Form 11. The percentage of 
total space, and percentage of circulation are both also 
obtained from Form 11. To get the percentage of total 
space Form 11 shows that there was a daily average of 
2,546 inches of total space for the month, of which 965 
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inches was advertising, making advertising 37.9% of the 
total space and news inatter 62.1%. To get the percentage 
of circulation, Form 11 shows that the totai daily average 
for both city and mail paid circulation was 9,940 and of 
this the city had 6,209, or 62.5%, and the mail the bal- 
ance, or 37.5%. 

In calculating these percentages it is hardly necessary 
to carry the calculation beyond the tenths part, as this 
will be close enough for all purposes. 


CHAPTER VIII 
FINAL COST FIGURES 


The receipts and costs shown on Form 17 are the final 
cost figures. This brings the costs down to the unit of 
calculation, as all cost figures must be brought down to 
the unit, which is for circulation the single paper, and for 
advertising and news matter the column-inch. 

The method of getting these final cost figures will now 
be shown: 


RECEIPTS PER PAPER TOTAL Print. This embraces the 
total operating income for the month—advertising, city 
and mail subscriptions, which is shown to be on either 
Form 15 or 16, $16,336.04. Divide this amount by the 
total papers printed, including service copies, which is 
shown on Form 17 to be 264,735, and it will give the 
receipts per paper, which is 6.2 cents. Take the total 
operating expenses as shown on either Form 15 or 16, 
amounting to $15,922.38, and divide by the same number 
of papers and the cost will be 6 cents per paper. 

RECEIPTS PER PAPER, Parp CrrcuLATION. Take the 
total circulation receipts of both city and mail, which is 
$5,005.84, and divide by the total paid circulation, or 
248,508, which will give the receipts per paper. Take 
the total expenses of the two circulation departments 
shown on Form 16 to be $11,100.54 and divide by the 
same number of papers and it will give the cost per paper. 
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STATISTICAL AND COST STATEMENT 


SEPTEMBER 30, 192 
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Receipts PER Paper, City CrrcutaTion. Divide the 
city subscription receipts by the number of city paid cir- 
culation to get the receipts by the paper, and divide the 
city circulation expenses by the same number of papers 
to get the cost per paper. 

RECEIPTS PER PAPER, Mait CircuLation. This cal- 
culation is made in the same manner as the city circulation. 

ReEcEIPTS PER INCH ADVERTISING, Gross. Take the 
advertising receipts as shown on Form 15 to be $11,330.20, 
and divide by the gross advertising inches for the month, 
or 25,090, to get the receipts, and divide advertising cost, 
shown to be $4,821.84 on Form 16, by the same number 
of inches to get the cost per inch. Divide the advertising 
receipts as above by the paid inches for the month, or 
24,012, to get the receipts, and the advertising costs by 
the same number of inches to get the cost per inch. Divide 
the total circulation receipts, or $5,005.84, by the total 
news inches, or 41,102, and it will give the receipts per 
inch of news matter. Divide the total circulation costs, 
or $11,100.54, by the same number of news inches and get 
the cost per inch news matter. 

The comparative figures for the statements shown on 
Form 17 may be had after they have been made for a year. 


Financial Statement.—Every business should have 
a condensed financial statement rendered at intervals in 
order to know the financial condition of the business. In 
Form 18 will be found the outline of a good financial 
statement for newspapers. The assets are divided into 
Capital, Current, Working, and Reserves. The liabil- 
ities are divided into Capital, Current, and Reserves. The 
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FINANCIAL STATEMENT 
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names given in both the assets and liabilities are merely a 
suggestion. The idea is to divide properly into correct 
groups the assets and liabilities shown in the general ledger 
so that a quick comparison can be made of the totals of 
each group in the assets and liabilities. 


A Few Suggestions.—Form 19 gives a good method 
of keeping the bank balance. To the office balance at 
the beginning of the month add the deposits for the month 
and deduct all checks drawn, and the balance will be the 
office balance to be carried to the next month. When 
the statement has been received from the bank and 
checked, there will usually be found checks not returned. 
Enter these outstanding checks by number and amount as 
shown on Form 19, which added to the office balance will 
give the bank balance as per bank statement. This is an 
easy manner of keeping tab on outstanding checks and of 
balancing the books with the bank statement. 

But few bookkeepers have ever used the loose-leaf 
check book. These loose-leaf check binders can be pur- 
chased for a small sum, holding sheets of three checks. 
The rapidity and the ease with which the checks can be 
handled and checked in a loose-leaf binder will pay many 
times the cost of the binder. And then, the stubs can be 
removed monthly and filed out of the way. The record 
of outstanding checks can be kept up with by using 
Form 19. 


Jos Printine. If the newspaper has a job printing 
department, it should be kept entirely separate from the 
newspaper work. The paper should pay the job depart- 
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ment the regular price for all printing and charge it to 
printing and office supplies. 

The gain or loss from the job department will, of 
course, enter into the profit and loss statement through 
the non-operating items, If there is a feature depart- 
ment, selling features to other papers, this should also be 
kept separate from the regular newspaper work and 
treated in the same manner as job printing. 





BANK BALANCE 


Office Bal. first of Mo. 
Deposits during Mo. 


Less Checks drawn 
Office Bal, 
Checks Out 





(Form 19) 


Art DEPARTMENT. If there is an art department used 
by the paper alone, with no syndicating, it would be best 
to divide the expenses of such department on the basis 
of column inches produced for the advertising and news. 
If the art department syndicates its output, then treat it in 
the same manner as the job printing or feature depart- 
ments. 
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Conclusion.—A study of the several statements as 
shown on Forms 15, 16, 17, and 18 will show that all 
information regarding the operations is given and that a 
thorough analysis of the business is easily made, and that 
all the information given is necessary to a full under- 
standing of the progress being made. 

In these statements the figures for any one month 
should not be taken as a general comparison. The con- 
ditions surrounding a certain month in the present year 
as compared with the same month of the previous year 
may not be fair as to costs, but quarterly, or semiannual 
or annual comparisons are fair. 

The theory of finding costs as outlined in these pages 
is believed to be correct. The object of cost finding is 
to find the cost of producing a certain unit. All costs 
entering into the production of that unit must be included 
in the cost figures, and nothing more should be included. 
A large percentage of newspapers charge the entire cost 
of print paper to circulation, while 507% or more of the 
paper is used in producing the advertising, and adver- 
tising should bear its percentage of the cost of print 
paper, otherwise the cost figures are false. Cost figures 
that are not correct should be let alone. 

The same theory of dividing the print paper applies to 
all general expenses, as these general expenses are often 
incorrectly applied. So it is necessary to have all ex- 
penses entering into the production of the unit charged 
to that unit, and no more. The proper unit for any busi- 
ness must be the unit of sale. Cloth is sold by the yard; 
many other articles by the pound; clothing by the suit; 
others by the dozen, gross, or hundred, and the cost 
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figures should show the cost of producing the unit. This 
is why costs are calculated by the unit of the single 
paper, and the column-inch of advertising. The manner 
in which the total costs of production of the newspaper 
are carried to the three sources of income seems to be 
the simplest and most accurate way. 

After considerable investigation into the accounting 
methods used by newspapers, it seems evident that news- 
papers over the entire country are using the crudest form 
of accounting, and that comparatively few of them can 
tell from their books what they are doing. This is a sad 
condition for a line of business as large as that of news- 
paper publishing, and it is for this reason that the author 
has endeavored to show by forms and by explanations 
the manner of operating a modern system of accounting. 
The average bookkeeper should have no trouble in grasp- 
ing the ideas here presented. 

Finally, it should be said that it is the duty of all 
bookkeepers and accountants to give the fullest possible 
information to their employers, as it is only through the 
books that reliable information can be had as to the 
progress of the business. When information is not given, 
or when it is given incorrectly, the bookkeeper represents 
simply so much useless expense. 
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